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“COMMON SToCK FUNDAMENTALS

Common stock:

=

Common siock fs a ma\or source °’U°n/°t Jerm caplml 5/-.1,

seling. Common s+oc.k 40 4ne ?nveg-lors“kom‘wn;(— yeceives

~ Ccopitat bermanenty-

“The e’ 04 (9Mmun stock ot Mot be.—\—qféd (e upto=)

e d?v.dend 0l common stock i 'no\- be fired a&%e

+me CL* fesue -

INncome ©f 4he Common Q‘ioach\der-me He nvestment-

?n tve ommon stock are expected dividends and Capital

aain: Jar Lo be %Zeadlized r\mm +e mcrease N rnam:m—

Yalue common Stock. -

From fnvestiors View «po.m» common S’toclr- fc more riskier

—than bond due o fesidual claim on éntome and assets

(at the fime 9f Itquation.)

From Company's View boint, Common 3tock s less Vs

Jnan bond becaue 1K@ bond common stock Hoiders

dodok hove Vight 4o liquidate +he ompeny. ¢ {-Compan
J

fatled fo poy dividend ?r) common Stok.

Common S“OQ’- -%a; "m\")’Qd tabili fies.




Formula: st e i

Dividend Yield = Dividend 4100 w1
. close brice

Price-Carning vatio (PERgtic) = Drice
NJ '

_€arnings

X Sﬁocksp\:_t:

I+ fe stmbly Tncreate n murber 6] shares Outstanding.

{hrough appropriate detreate Tn bar value per share o)

$10CK- T4 s done +o decrease whrker Value’ ber shave o

Common Stock.

Affer stock spiit:

1. Numbey ok ¢haves Ouw’randg‘ng \hcms_es

2. Markot \alue der share dédroates

3. Book vawe betchare decreases
Y- Par \value per Shave decveacec

Formuia: E ol 5 _
3. NO- 0} shaves after Sockspit = No- of shares before shock.
o, “SPlit X stock spit watio

2. Mups[@vps]pv after 1otk shiik = Mups|evps[Pv before Steue spl-
| : Stotk spit 2gtio
J




% Siock dividend: '
I5 4ve tompany. distriloutes i4s earnings 4o i¥s shave

holders {n tne ‘Porm o4 chares ¥ather tvan cach, i Caled
SHock dividend oy bonus shioves - T+ s done 4o %aise +he

Capital by twe Lfirm .

" AderStock dividend-
1. Number Of Shares Increases

9. Mavket (mlue per Shave Decreates
2 - 00k \mlue per chare Decreases
u- Pax value =+ po change

Formua: o _ ‘
1- No. 0f chares ajter stock dividend = No. of shares before.
. stow dividend (14 SDR)

9. BVPs|Mupc after stock dividend = evps[Mups before Stour dvides
S % 1+ SDR

wheve,
cpg= Sfotk dividend Rate
.‘, N J




Problem 61 - i

St "

Q. (m*e {rading getivily occured on o day before 4ne day.
0

uotgdion. The doy 0f quetatioR is Monday, June's
S0, the {rading occured on'sunday dune 4.
0 O

The close quote is 9ad, Which Tmbles mat Fhe Stock.

gold ar Price of Rs. 239 gy +he end of Ahe day on.
Sunday Tune 4, SEATMER ©)
9 %

C._.The §tm’s price- éarnings ratio 15 14.95 fimes. L=
\ndicates that closing “market price R¢-239 of- Sunday
dune Y 1 14-05 Heddc of ave fecent annua eamnings ~ |
per chare. ‘ : ¥
d._4he last Price ar which stock draded on Ine daia

quoted s +he closing price Rs.0ag. -
| < U3 '

¢ fhe dividend o Re. 10.50 )

er chave s expected n
[ =

+he current veav. '

£. During dhe |atest B9. weeks Pewiod Stock Fraded at the.

highett forice of Rs: 352 arid -fhe lowest price o} gr.290

per shard.
I

4- Y32 ound lofs Or 43,200 Shares (Us2xi00) Were Jraded
~ __On-the day quoted. .




h. _ne Sjock price dﬂ.ned b}f Rs.1 per share on +he dogr ‘
Quoted At Compared fo ne tmmiediately preceding”

do}{ The Prdced-ng, d‘a‘ﬁ‘s close merufa; Re. 00 -

PYQCed'% day's cloze brice = close pnce- nea-chanqe.
S g4

= 299 = (-4)

299 +1 = %9-300-

Pedotem 6.2
s@ -

Q. e 52-Weeks hq\n and low pnce tndicatles the hignest

and +he Jowest otk pnce over 4ve vecent 2. weeks

period- During the period, maximum Stock Price Was

'Re- 97 gws Uand minimum brice toas Rg Qo- -0625.

b Dividend yield - s CQ\CUIQted by. d‘vi‘dcqq. dividend a.

clo;mg_ price- Yes, it Tc an annvalized yied.

Dividend Yiaid= DS - Juy

closmg b’ﬂCQ Us.80 =3.2%

¢ PE indicates e w.u.nqness 0f {ne tnvestor to pay for

+he Stock for every \rupee o -tne earaigs: o 13 c‘fculcmir
as folows: = |

PE RaHo = Close price

EPS




e S
d. 10> Jkound lots or 10,200 shofgﬁw\

trading. day. -

Y U _ R R S LS

Froblem -3 RS S
o R R e el e

S Volatile than-the

0. Price OF Everest ank_hares ts more Volati!

brice OF \tfe \nsurance Covpovation Nepal becaws Eal

Pvice fueluored in e Bange O] Re- G (522- Sib)whik

Yrat o] Lide Insurance onyt 3 Wictuated (N 1€ zange of

Re.1 {185-19y). Larqer prte movement of e Everest

Bonk Shave fmples *nat (F -has more E)'noe KiK.~ ]|

b. The NEPSE Index Of 20282 means it increased bCf.“

“Re- 10882 drom fwe oose price of 100 and + 0.0

—

means 4he NEPSE. is mcréased"%_o.oq tots from

Yoo provious doys closing price.
R TR S = :

~ Propiem &1L |

Sgp

Given: IR

. Slock Sprk_vavio = 34or 2

"SH0tk prce before <plit = Rs300

ShoCk prce Glter Spiit = Stock price before SpX Stoue Sput vatio

300X 2 - 40 200

"N

11

Rs. .00 - 300x 2 = R¢:200

rrape Iy SR T : e e e e



Number o} shaves before split = 900 shares

Number of charec after spiit = NO.of shanet before split X Stee split-

Tatio
= 200X 2.
o)
= 300 shares
Problem 619
Sop

3otk dividend vote = 257. ;

Price before sjock dividend = R 4335

q. Nu-mbev* o} sharet | lore g}mdmda.nd = 100 shares
g1 : :

Njarbor of shares alier Stotk diidend = 1.0 shares before stk
| dividend ((1+3DR)

= 100 ( 1+025)

= J25 shares

b. Price afier ootk dividend = Price bejore m.dfv\‘c.;mnd

14+ SDR

s  HA3ES-

14095 =Rs-33.8

c. Glock dividends are ndo—iaxa\é.\e \ncome wherecas cash

dividends Qre duxabie (ncome S0 {vestors mighk Chooce.

ock dividends -







